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FINANCIAL ADVISER TO 401 HOLDINGS LIMITED

ANGLO CHINESE CORPORATE FINANCE, LIMITED

Proposed Capital Reorganisation

The Company intends to put forward for approval by the Ordinary Shareholders and the Preference Shareholders resolutions to approve:- (i) the Share Consolidation pursuant to which every fifty ordinary shares of HK$0.01 each will be consolidated into one Consolidated Ordinary Share of HK$0.50 each and every fifty preference shares of HK$0.01 each will be consolidated into one Consolidated Preference Share of HK$0.50 each; (ii) the Capital Reduction under which the nominal value of each of the issued Consolidated Ordinary Shares and issued Consolidated Preference Shares be reduced from HK$0.50 each to HK$0.10 each by canceling HK$0.40 of the paid up capital on each issued Consolidated Ordinary Share and issued Consolidated Preference Share of HK$0.50 each; (iii) the Share Premium Reduction pursuant to which an amount of approximately HK$757,210,000 standing to the credit of the share premium account of the Company as at 31 March, 2002 will be reduced; (iv) the Share Subdivision under which the authorised but unissued Consolidated Ordinary Shares and unissued Consolidated Preference Shares resulting from the Share Consolidation will be re-designated and subdivided into five ordinary shares and five preference shares, all of HK$0.10 each; and (v) that the credit arising from the Capital Reduction and Share Premium Reduction in the amount of approximately HK$897 million be transferred to the contributed surplus account of the Company and the directors of the Company be authorized to apply all amounts in the contributed surplus account to set off against part of the accumulated losses of the Company as at 31 March, 2002.

Following the implementation of the Capital Reorganisation, the Consolidated Ordinary Shares will be traded in board lots of 20,000 Consolidated Ordinary Shares instead of the present board lots of 20,000 Ordinary Shares.

Subscription Agreements

On 5 September, 2002, the Company entered into two separate Subscription Agreements with each of two independent Subscribers agreeing conditionally to subscribe 31.5 million new Consolidated Ordinary Shares at the issue price of HK$0.15 per Consolidated Ordinary Share. A total of 63 million new Consolidated Ordinary Shares will be issued under the two Subscription Agreements, representing in aggregate approximately 18.8% of the existing issued ordinary share capital of the Company immediately upon the Capital Reorganisation becoming effective and in aggregate approximately 15.8% of the issued ordinary share capital of the Company immediately upon the Capital Reorganisation becoming effective and as enlarged by the issue of the Subscription Shares.

Proposed Adoption of a new Company Name in Chinese

The Board proposes to adopt a Chinese name 上海華博控股有限公司 of the Company for identification purposes and, if permitted, for registration under Part XI of the Companies Ordinance of Laws of Hong Kong, subject to the conditions set out in the section headed "Conditions of the proposed adoption of a new Company name in Chinese" below.

Appointment of a Director

The Board is pleased to announce that Mr. Ding Zhiming was appointed as an executive director and Chairman of the Company with effect from 5 September, 2002.

General

Approvals from Ordinary Shareholders and Preference Shareholders are required for the Capital Reorganisation and from the Ordinary Shareholders for the Subscription and proposed adoption of the Chinese name of the Company. A circular containing, among other things, details of the Capital Reorganisation, the Subscription, the proposed adoption of the Chinese name and the notice of the special general meetings of the Company will be despatched to Ordinary Shareholders and Preference Shareholders as soon as practicable.

Trading in Ordinary Shares was suspended at the request of the Company with effect from 9:30 a.m. on 6 September, 2002. The Company has applied for resumption of trading in Ordinary Shares with effect from 9:30 a.m. on 18 September, 2002.

PROPOSED CAPITAL REORGANISATION

The Company intends to put forward for approval by Ordinary Shareholders and Preference Shareholders the Capital Reorganisation comprising:

(i)
the Share Consolidation pursuant to which every fifty ordinary shares of HK$0.01 each will be consolidated into one Consolidated Ordinary Share and every fifty preference shares of HK$0.01 each will be consolidated into one Consolidated Preference Share;

(ii)
the Capital Reduction under which the nominal value of each of the issued Consolidated Ordinary Shares and the issued Consolidated Preference Shares will be reduced from HK$0.50 each to HK$0.10 each by canceling HK$0.40 of the paid up capital on each issued Consolidated Ordinary Share and issued Consolidated Preference Share;

(iii)
the Share Premium Reduction pursuant to which an amount of approximately HK$757,210,000 standing to the credit of the share premium account of the Company as at 31 March, 2002 will be reduced;

(iv)
the Share Subdivision under which the authorized but unissued Consolidated Ordinary Shares of HK$0.50 each and unissued Consolidated Preference Shares of HK$0.50 each resulting from the Share Consolidation will be respectively re-designated and subdivided into five Consolidated Ordinary Shares of HK$0.10 each and five Consolidated Preference Shares of HK$0.10 each; and

(v)
the credit arising from the Capital Reduction and Share Premium Reduction in the amount of approximately HK$897 million will be transferred to the contributed surplus account of the Company and the directors of the Company will be authorized to apply all amounts in the contributed surplus account in setting off against part of the accumulated losses of the Company as at 31 March, 2002.

The total amount, so cancelled of approximately HK$897 million arising from the Capital Reduction and the Share Premium Reduction will be credited to the contributed surplus account of the Company and may be applied by the Company in any manner permitted by the laws of Bermuda and the bye-laws of the Company. The Board intends to apply the credit of approximately HK$897 million arising from the Capital Reduction and the Share Premium Reduction together with the existing credit balance of approximately HK$20 million in the contributed surplus account of the Company in setting off part of the accumulated losses of the Company, which was approximately HK$1,002 million as at 31 March, 2002 according to the audited financial statements of the Company for the year ended 31 March, 2002.

The table below shows the authorised and issued share capital of the Company as at the date of this announcement and immediately after completion of the Capital Reorganisation (based on the existing number of issued Ordinary Shares and issued Preference Shares).

As at the date of this announcement



Authorised :

HK$

28,500,000,000
Ordinary Shares
285,000,000

1,500,000,000
Preference Shares
150,000,000

Issued and credited as fully paid :



16,769,693,317
Ordinary Shares
167,696,933.17

708,908,975
Preference Shares
7,089,089.75

Upon completion of the Capital Reorganisation



Authorised :

HK$

2,850,000,000
Consolidated Ordinary Shares
285,000,000

150,000,000
Consolidated Preference Shares
15,000,000

Issued and credited as fully paid :



335,393,866
Consolidated Ordinary Shares
33,539,386.60

14,178,179
Consolidated Preference Shares
1,417,817.90

The existing Ordinary Shares are presently traded in board lots of 20,000. It is proposed that following the implementation of the Capital Reorganisation, the Consolidated Ordinary Shares will be traded in board lots of 20,000. Accordingly, the theoretical market value of each board lot upon the Capital Reorganisation becoming effective will be approximately 50 times the market value of the existing board lot. The Company is considering various measures in order to alleviate the difficulties arising from the existence of odd lots of Consolidated Ordinary Shares, such as the appointment of an agent to match the sales and purchases of odd lots of Consolidated Ordinary Shares or to offer a top-up arrangement to the holders of such odd holdings as a direct consequence of the change in board lot size. 

Reasons for the Capital Reorganisation

The transaction costs and the registration costs incurred by Ordinary Shareholders for the same number of Ordinary Shares following the Capital Reorganisation becoming effective might be lower. The Company will sell any Consolidated Ordinary Shares created from the aggregation of fractions of Consolidated Ordinary Shares (if a premium, net of expenses, can be obtained), and will retain the proceeds.

The nominal value of existing Ordinary Shares is HK$0.01 each and is the same as the current trading price of each Ordinary Share. Under Bermuda law, a company cannot issue shares at a discount to the nominal value of shares. After the completion of the Capital Reorganisation, the market value of Consolidated Ordinary Shares is expected to be above the nominal value of Consolidated Ordinary Shares of HK$0.10 each. The Board is of the opinion that maintaining the nominal value of Consolidated Ordinary Shares at HK$0.10 each will provide the Company with greater flexibility for the issue of new Consolidated Ordinary Shares in the future and is thus in the interests of the Company and its shareholders as a whole. 

Effects of the Capital Reorganisation

The Board is of the view that other than the expenses incurred from the Capital Reorganisation and the sale of Consolidated Ordinary Shares created from the aggregation of fractions of Consolidated Ordinary Shares, implementation of the Capital Reorganisation will not, by itself, alter the net asset value, business operations, management or financial position of the Company or the proportionate interests of Ordinary Shareholders and Preference Shareholders in the Company and is in the interests of the Company and its shareholders as a whole.

Consolidated Ordinary Shares and Consolidated Preference Shares will rank pari passu in all respect among themselves respectively. 

Conditions of the Capital Reorganisation

The Capital Reorganisation is conditional upon, among other things, the fulfilment of the following conditions: 

(a)
the passing of resolution(s) at the special general meetings of the Company by Ordinary Shareholders and Preference Shareholders (as appropriate) to approve the Capital Reorganisation;

(b)
the Listing Committee of the Stock Exchange granting the listing of and permission to deal in Consolidated Ordinary Shares and Consolidated Ordinary Shares falling to be issued upon exercise of the conversion rights attaching to Options, Consolidated Preference Shares and Convertible Bonds; 

(c)
the compliance with section 46 of the Companies Act including, among other things, the publication of a legal notice in relation to the Capital Reduction and Share Premium Reduction in an appointed newspaper in Bermuda; and

(d)
the obtaining of all necessary approvals from the regulatory authorities or otherwise as may be required in respect of the Capital Reorganisation.

A further announcement will be made by the Company to inform Ordinary Shareholders and Preference Shareholders, among other things, of any odd lot trading arrangement, the expected timetable for the implementation of the Capital Reorganisation and the arrangements for the trading of odd lots and exchange of certificates thereof.

TWO SUBSCRIPTION AGREEMENTS DATED 5 SEPTEMBER, 2002

Parties :
(1)
the Company as issuer


(2)
two individual Subscribers, i.e. 張曉峰 (English translation: Zhang Xiao Feng) and 錢振華 (English translation: Qian Zhen Hua). Each of the Subscribers is independent of and not connected with the Company, the chief executive, directors and substantial shareholders of the Company or its subsidiaries or their respective associates and the other Subscriber. As at the date of the Subscription Agreement, none of the Subscribers had any shareholding in the Company.

Subject Matter:

31.5 million new Consolidated Ordinary Shares under each Subscription Agreement and a total of 63 million new Consolidated Ordinary Shares will be issued under the two Subscription Agreements, representing in aggregate approximately 18.8% of the existing issued ordinary share capital of the Company immediately upon the Capital Reorganisation becoming effective and in aggregate approximately 15.8% of the issued ordinary share capital of the Company immediately upon the Capital Reorganisation becoming effective and as enlarged by the issue of the Subscription Shares.

Issue Price:

HK$0.15 per Consolidated Ordinary Share, representing a discount of 70% to the theoretical market price of Consolidated Ordinary Shares upon the Capital Reorganisation becoming effective based on the closing price of HK$0.01 per Ordinary Share as quoted on the Stock Exchange from 23 August, 2002 to 5 September, 2002, the date immediately prior to the suspension of trading in the Ordinary Shares.



The issue price was determined by reference to the theoretical market price of Consolidated Ordinary Shares upon the Capital Reorganisation becoming effective and was arrived at after arms length negotiations between the Company and the Subscribers after taking into account the current financial position and the future business prospects of the Company.

Conditions

Completion of the Subscription Agreements is conditional upon, among other things, the following conditions being fulfilled or waived on or before 31 December, 2002 or such other date as the parties to the Subscription Agreements may agree:-

(i)
the passing at a special general meeting of the Company of resolutions to approve, amongst other things, the Capital Reduction, the Share Consolidation and the Subscription as required under the Listing Rules, other applicable rules and legislation and to approve the issue of the Subscription Shares;

(ii)
the Capital Reduction and the Share Consolidation becoming effective in all respects in accordance with the Companies Act;

(iii)
the Listing Committee of the Stock Exchange agreeing to grant the listing of, and permission to deal in, the Subscription Shares; and

(iv)
all regulatory approvals of any relevant party or governmental authorities or other relevant regulatory bodies in Hong Kong to the Share Consolidation, the Capital Reduction and the Subscription having been obtained.

Completion

Completion of the Subscription Agreements will take place on the third business day following the date of satisfaction or waiver of the above conditions (or such other date as the parties may agree in writing). The Subscription monies will be settled in cash at completion.

The Subscription Shares will rank pari passu in all respects with Consolidated Ordinary Shares from the date of issue.

Reasons for the Subscription and use of proceeds

The proceeds from the Subscription amounting to HK$9.45 million will improve the financial position of the Company and will be used by the Company for general working capital purposes. 

Adjustments in relation to Options, Preference Shares and Convertible Bonds

The Capital Reorganisation and the Subscription may lead to adjustment(s) to the subscription price and/or the number of Ordinary Shares to be issued upon exercises of Options, Preference Shares and Convertible Bonds in accordance with their respective terms. Further announcement of the required adjustments (if any) will be made as and when appropriate. 

Changes to the shareholding in the Company as a result of the proposed Capital Reorganisation and the Subscription Agreements

Assuming no other issue of Ordinary Shares is made by the Company before the Capital Reorganisation becomes unconditional and effective, the ordinary shareholding structure of the Company upon completion of the Capital Reorganisation and the Subscription Agreements  will be as follows :
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16,769,693,317*
100
335,393,866
100
335,393,866
84.18
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*
According to the register required to be maintained by the Company under the Securities (Disclosure of Interests) Ordinance, Chapter 396 of the Laws of Hong Kong, the Company has not been notified of any interest representing 10% or more of the Company's issued ordinary share capital as at the date of this announcement.

PROPOSAL FOR THE ADOPTION OF A NEW COMPANY NAME IN CHINESE

The directors of the Company refer to the announcement of the Company dated 25 July, 2002 with respect to, among other things, the proposed investment of the Group in Sino Top Technology Limited. The Group principally engages in, among other things, property investment, freight forwarding and logistics, and the provision of property-related services. Following the PRC's entry into the World Trade Organisation in December 2001, the directors of the Company believe that there is tremendous growth potential in the PRC for the Group and in particular for the logistics business. The acquisition of the entire interest in Sino Top Technology Company Limited which will hold 46.67% equity interest in 上海聯通實華移動信息網絡有限公司 (English translation: Shanghai Liantongshihua Mobile Information and Network Co., Ltd) will result in a strategic alliance with  上海華博科技有限公司 (English translation: Shanghai Huabo Technology Company Limited), an emerging technology company in Shanghai. Given Shanghai Huabo Technology Company Limited's expertise and good business connections in the PRC, the alliance should facilitate development of the Group's business in the PRC. It is proposed that, subject to the conditions set out below and to facilitate the development of the logistics business of the Group in the PRC, a new Chinese name of 上海華博控股有限公司 will be adopted by the Company for identification purposes and, if permitted, for registration under Part XI of the Companies Ordinance of Laws of Hong Kong.

Conditions of the proposed adoption of A new Company name in Chinese

The proposed adoption of a new Chinese name is subject to satisfaction of the following conditions:

(i)
completion of the acquisition of Sino Top Technology Limited as described in the announcement of the Company dated 25 July, 2002; and

(ii)
the passing of a special resolution by the Ordinary Shareholders at a special general meeting of the Company.

The proposed adoption of the Chinese name of the Company will not affect any of the rights of shareholders of the Company. The existing share certificates of the Company will, after the proposed adoption of the Chinese name becoming effective, continue to be evidence of title to Ordinary Shares in issue in the Company and will be valid for trading, settlement and registration purposes. A further announcement will be made by the Company when the proposed adoption of the Chinese name becomes effective.

APPOINTMENT OF A DIRECTOR

The Board is pleased to announce that Mr. Ding Zhiming was appointed as an executive director and Chairman of the Company with effect from 5 September, 2002. Mr. Ding obtained a Masters degree in Science from Nanjing Normal University, in the PRC and a doctorate degree in Economics from Fudan University, in the PRC and has extensive working experience in the securities industry and the technology sector there. Mr. Ding is a general manager of 上海華博科技有限公司 (English translation: Shanghai Huabo Technology Company Limited). The Company considers that it is advantageous for the Group to leverage on the connections and working experience of Mr. Ding in the PRC to develop the business of the Group in the PRC. As at 5 September, 2002 and the date of this announcement, nor Mr. Ding and his associates have any interests in Ordinary Shares of the Company.

POSSIBLE DEBT RESTRUCTURING

The directors of the Company refer to the announcement of the Company dated 26 March and 25 July, 2002 with respect to a settlement of indebtedness. The directors of the Company would like to advise that proposals for debt restructuring were made to the major creditors and holders of the Convertible Bonds. The Company is in negotiation with holders of Convertible Bonds for the issue of new convertible bonds in satisfaction of the existing obligations of the Company. As to the other major creditors, the Company is negotiating a new loan agreement together with a revised repayment schedule. Following the announcement of the Capital Reorganisation, the Company will explain to the creditors its reasons for the Capital Reorganisation and the effects thereof on the terms and conditions of new convertible bonds to be issued to bondholders and the proposed new loan agreement with other creditors. A further announcement will be made as and when appropriate.

The Company confirms that save for an increase in indebtedness of about HK$9 million which includes the net issuance of new convetible bonds in an aggregate principal amount of HK$8 million, there has been no material adverse change in its financial position since 31 March, 2002. As at the date of this announcement, the directors of the Company confirm that it has sufficient level of operations to satisfy the requirements under paragraph 38 of the Listing Agreement and it also has sufficient working capital to meet its immediate fund requirements for its day to day operations. Nevertheless, the directors of the Company will review the requirements of the Group in connection with its then business plans from time to time after taking into account various factors, including the progress and financial effects of the debt restructuring. The Company is considering different forms of fund raising in order to strengthen its capital and shareholder base and to maintain a gearing level that is, in the opinion of the Board, appropriate for the Group. A further announcement will be made as and when appropriate.

GENERAL

The Company will apply to the Listing Committee of the Stock Exchange for the listing of and permission to deal in Consolidated Ordinary Shares and Consolidated Ordinary Shares falling to be issued upon exercise of the conversion rights attaching to Options, Consolidated Preference Shares and Convertible Bonds. 

Approvals from Ordinary Shareholders and Preference Shareholders will be required for the Capital Reorganisation and from Ordinary Shareholders for the proposed adoption of the Company's Chinese name at the special general meetings of the Company to be convened. A circular containing, among other things, details of the Capital Reorganisation, the proposed adoption of the Company's Chinese name and the notice of the special general meetings of the Company will be despatched to Ordinary Shareholders and Preference Shareholders as soon as practicable.

Trading in Ordinary Shares was suspended at the request of the Company with effect from 9:30 a.m. on 6 September, 2002. The Company has applied for a resumption of trading in Ordinary Shares with effect from 9:30 a.m. on 18 September, 2002.

DEFINITIONS

"associate"
has the meaning ascribed to it under the Listing Rules

"Board"
the board of directors (including independent non-executive directors) of the Company

"Business Day"
a day on which banks are generally open for business in Hong Kong

"Capital Reduction"
the reduction of the nominal value of all issued Consolidated Ordinary Shares and issued Consolidated Preference Shares resulting from the Share Consolidation from HK$0.50 each to HK$0.10 each by canceling HK$0.40 paid up capital on each issued Consolidated Ordinary Share and issued Consolidated Preference Share

"Capital Reorganisation"
the Capital Reduction, Share Consolidation, Share Premium Reduction and Share Subdivision

"Company"
401 Holdings Limited, an exempted company with limited liability company incorporated in Bermuda, the shares of which are listed on the Stock Exchange

"Companies Act"
the Companies Act 1981 of Bermuda (as amended)

"Consolidated Ordinary 
ordinary share(s) of HK$0.50 each in the capital of the Company immediately following the 

  Share(s)"
Share Consolidation becoming unconditional and effective but before the Capital Reduction, or ordinary share(s) of HK$0.10 each in the capital of the Company upon the Capital Reorganisation becoming unconditional and effective

"Consolidated Preference
convertible preference share(s) of HK$0.50 each in the capital of the Company immediately

  Share(s)"
following the Share Consolidation becoming unconditional and effective but before the Capital Reduction, or convertible preference share(s) of HK$0.10 each in the capital of the Company upon the Capital Reorganisation becoming unconditional and effective

"Convertible Bonds"
convertible bonds issued by the Company with an aggregate outstanding principal amount of HK$32,690,000 as at the date of this announcement which amount is convertible into an aggregate of approximately 2,700,809,803 Ordinary Shares at their respective prevailing conversion prices

"Group"
the Company and its subsidiaries

"Listing Rules"
the Rules Governing the Listing of Securities on the Stock Exchange

"Options"
options granted under the share option scheme of the Company

"Ordinary Share(s)"
ordinary share(s) of HK$0.01 each in the capital of the Company

"Ordinary Shareholder(s)"
holder(s) of Ordinary Shares, or Consolidated Ordinary Shares after the Share Consolidation and Capital Reduction become unconditional and effective, in the issued ordinary share capital of the Company

"PRC"
The People's Republic of China

"Preference Share(s)"
convertible preference share(s) of HK$0.01 each in the preference share capital of the Company, each of which is convertible into one Ordinary Share as at the date hereof

"Preference Shareholder(s)"
holder(s) of Preference Shares, or Consolidated Preference Shares after the Share Consolidation and Capital Reduction become unconditional and effective, in the issued preference share capital of the Company

"Share Consolidation"
the consolidation of every fifty issued Ordinary Shares into one Consolidated Ordinary Share and the consolidation of every fifty issued Preference Shares into one Consolidated Preference Share pursuant to the Capital Reorganisation

"Share Premium 
the proposed reduction of an amount of approximately HK$757,210,000 standing to the

  Reduction"
credit of the share premium account of the Company as at 31 March 2002 and the transfer of the amount so reduced to the contributed surplus account

"Share Subdivision"
the proposed re-designation and subdivision of the authorised unissued Consolidated Ordinary Shares of HK$0.50 each and Consolidated Preference Shares of HK$0.50 each resulting from the Share Consolidation into five Consolidated Ordinary Shares of HK$0.10 each and five Consolidated Preference Shares of HK$0.10 each

"Stock Exchange"
The Stock Exchange of Hong Kong Limited

"Subscriber(s)"
Mr. 張曉峰 (English translation: Zhang Xiao Feng) and Mr. 錢振華 (English translation: Qian Zhen Hua), being Subscriber(s) under the Subscription Agreements, both are independent of and not connected with the Company, the chief executive, directors and substantial shareholders of the Company or its subsidiaries or their respective associates

"Subscription"
the subscription of the Subscription Shares by the Subscribers pursuant to the Subscription Agreements

"Subscription Agreements"
the conditional subscription agreements between the Company and two independent Subscribers dated 5 September 2002 in relation to the subscription of the Subscription Shares

"Subscription Shares"
63 million new Consolidated Ordinary Shares to be allotted and issued by the Company or as it may direct pursuant to the Subscription Agreements

"HK$"
Hong Kong dollars

By Order of the Board

401 HOLDINGS LIMITED

Leung Tze Hang, David

Managing Director

Hong Kong, 17 September 2002

Please also refer to the published version of this announcement in China Daily dated 18 September 2002.

401 HOLDINGS LIMITED

18 September 2002
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